Farm Credit Administration

in excess of this limitation shall have 2
years from the effective date of these
regulations to reduce individual risk
exposure to within this limitation.

[46 FR 51886, Oct. 22, 1981, as amended at 55
FR 24886, June 19, 1990]

§614.4570 General collateral

ments.

As a condition precedent to estab-
lishing a credit line with a bank, OFIs
(except depository institutions) shall
pledge as collateral for any and all ob-
ligations to the bank, cash, or readily
marketable securities of high rating, in
an amount to be determined by the
bank. At the discretion of the bank, de-
pository institutions may be required
(unless prohibited by law or by super-
visory authority) to deposit acceptable
collateral. Securities and obligations
pledged with the bank shall be depos-
ited under a collateral pledge agree-
ment pursuant to which all securities
and obligations so pledged, including
all substitutions and additions and the
proceeds of any such collateral, includ-
ing all income derived, shall be avail-
able to secure any and all obligations
to the bank, whether direct or contin-
gent, present or future.

[46 FR 51886, Oct. 22, 1981, as amended at 55
FR 24886, June 19, 1990]

require-

§614.4580 Use of funds.

Funds obtained from the bank may
not be used by an OFI to expand lend-
ing activity in loans which would be in-
eligible for discount.

[46 FR 51886, Oct. 22, 1981, as amended at 55
FR 24886, June 19, 1990]

§614.4590 General financing agree-
ment.
An OFI desiring to access a bank

shall execute a general financing
agreement. The agreement shall state
the general terms and conditions under
which loans will be discounted or made
or credit otherwise extended and shall
provide for the OFI to periodically fur-
nish the bank acceptable financial re-
ports and any data necessary to assure
that the OFI remains in compliance
with these regulations. The agreement
shall further provide that the OFI,
other than a State bank, trust com-
pany, or savings association, agrees to

§614.4600

examination by the Farm Credit Ad-
ministration if such examination is re-
quested by the Chairman. With respect
to an OFI which is a State bank, trust
company, or savings association, the
agreement shall provide that such OFI,
at the request of the Chairman, con-
sents that reports of its examination
by constituted State authorities may
be furnished by such authorities to the
Farm Credit Administration.

[51 FR 41947, Nov. 20, 1986, as amended at 55
FR 24886, June 19, 1990]

§614.4600 Methods of financing.

(a) A bank may provide funds to OFlIs
by discounting or purchasing individ-
ual loans or by direct loan to the OFI,
all subject to the following:

(1) Direct discount or purchase is
normally made at full face value of the
individual loan of acceptable quality.
At the option of the bank, a loan of
less than acceptable quality may be
discounted or purchased at less than
the full amount of such loans. In such
transactions, the OFI shall be required
to apply all repayments toward repay-
ment of the amount of the less than ac-
ceptable loan discounted or purchased
by the bank.

(2) A bank is authorized to make
loans and advances to OFIs secured by
notes or other such obligations of eligi-
ble borrowers defined in part 613 of
these regulations; however, such loans
or advances may be made to enable the
OFI to make or carry loans to such
bona fide farmers and ranchers or to
producers or harvesters of aquatic

products.
(b) The following classes of obliga-
tions are authorized for discount or

purchase or as collateral for direct
loans and advances to OFIs, subject to
approval of the bank to which such se-
curities are to be pledged:

(1) Obligations of eligible borrowers
defined in part 613 of these regulations
arising from direct credit extension by
the OFI.

(2) Loan participations purchased.

(©) Obligations set forth in
§615.5140(a) which have been approved
by the Farm Credit Administration for
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§614.4610

investment by institutions of the Farm
Credit System.

[46 FR 51886, Oct. 22, 1981, as amended at 55
FR 24886, June 19, 1990]

§614.4610 Obligations eligible for dis-
count or purchase.

Any obligation the proceeds of which
could have been advanced to an eligible
borrower by any association funded by
the bank shall be eligible for discount
by or purchase from an OFI, as set
forth in part 613 of these regulations
and the limitations contained therein,
including §§613.3010(b)(1) and
613.3030(d). Loan participations pur-
chased by an OFI shall be eligible for
discount by or purchase from an OFI.
The bank is authorized to take correc-
tive measures if this authority is being
used to circumvent the intent of these
regulations. The banks shall be respon-
sible for providing OFls with any addi-
tional lending and borrower eligibility
guidelines which may be provided to
associations.

[46 FR 51886, Oct. 22, 1981, as amended at 55
FR 24886, June 19, 1990; 62 FR 4445, Jan. 30,
1997]

§614.4620 Multiple ownership.

Where two or more entities combine
resources to form an OFI to apply for
access to a bank, the request for access
shall be evaluated according to the cri-
teria set forth in §§614.4545 and 614.4550
of this subpart. The bank shall in no
event be required to discount for, pur-
chase from, or extend credit to such an
OFIl with respect to any obligation
originated by one of its affiliates which
is itself ineligible under the criteria set
forth in §614.4550 of this subpart.

[46 FR 51886, Oct. 22, 1981, as amended at 55
FR 24886, June 19, 1990]

8§614.4630 Insolvency of an other fi-
nancing institution.

(a) If an OFI having access to a bank
becomes insolvent or is in process of
liquidation, or if it fails to service its
loans properly, and where supervision
or orderly liquidation will be facili-
tated by direct handling of the obliga-
tions of the note makers, the bank
may, with the consent of the Farm
Credit Administration, take over such
obligations for orderly liquidation. Ob-
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ligations pledged with the bank by an
OFI, either as collateral for a direct
loan or as additional security for any
and all indebtedness of the institution
to the bank, also may be taken over
and handled directly with the makers
after a title has been acquired in ac-
cordance with the provisions of appli-
cable laws and the terms of the pledge
agreements executed by the OFI in-
volved. The bank’s authority to handle
obligations directly includes the au-
thority to make additional advances,
to grant renewals and extensions, and
to take such other actions as may be
necessary to collect the loans. Direct
liquidation of obligations carried for
an OFI should be resorted to only in
cases where other measures have
failed, and it is apparent that direct
liquidation is the only practicable
means available to the bank for protec-
tion of its interest.

(b) Obligations handled for an insol-
vent OFIl as provided in this section
shall not be assigned as collateral for
bonds without the approval of the
Farm Credit Administration.

(c) As to obligations which a bank
has taken over from a defaulting OFI
for liquidation, interest shall be col-
lected according to the terms. Renew-
als of such obligations, when directly
payable to the bank, shall bear interest
at a rate not to exceed the maximum
rate that may be charged by OFIs on
obligations eligible for discount by the
banks at the time of renewal.

[46 FR 51886, Oct. 22, 1981, as amended at 55
FR 24886, June 19, 1990]

§614.4640 Rates and fees.

Interest on loans to OFls shall be
charged and collected at same rate and
on the same basis as to associations.
Except as provided in §614.4560(b) of
this subpart, a bank may charge servic-
ing fees in connection with credit ex-
tended to financing institutions pro-
vided comparable fees are charged to
associations.

[56 FR 2674, Jan. 24, 1991]
8§614.4650 Basis for revocation of ac-
cess.

(a) A bank may revoke or suspend
the credit line of an OFI for cause. The
following may be cause for revocation.
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